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STATE OF TEXAS 
TAXI.D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

r&-0 5332 
For GlO OW Onlv 

July 19, 2005 

MINERAL LEASE BID APPLICATION 

I agree, if awarded a lease on the referenced tract, to comply with all terms 
and conditions of said lease and with all applicable laws that so govern said 
lease, and as those laws may be amended. 

Name: CHALFANT PROPERTIES, INC, 

A~ss_;_ PO BOX 3123 

Qty· 101.AML 

Tu.!eohone: (4321684-9819 

CQ.vnty(les) : REEVES 

state : rx_ 

61ock/Tso.: 57/35 Section/Tract: 20 
(If Applicable) 

Zlo: 79702-3123 
(fnclude +4 Code) 

.Su..rvey/Area : I &. P RY CO 
( If Applicable) 

Atru.: 640..0 

f=t~fi 
AND 00/100 

This Sa les Fee is l 1/l% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended . 

APPUCANT NAME 

CHALFANT PROPERTIES, INC 
(same as above) 

WILLIAM A CHALf.AITT _______ _ 
(type/ print name) 

BONUS AMOUNT ONLY (A)0 ~ 
(Q.Q tt.o.t include sales fee) 'O 
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Rnlud 10/99 
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' 

~ ust in , Z!Cexas 

O IL AND GAS LE.ASE 
0 1\1-IOS.lll 

WHEREAS, punuant to the Tc,w N1tunl Rc:oourccs Code Chaptcn 32, 33, 51, anJ Chapter 52, Subdiaptcra A-0 aoJ II, (aa1J CoJe beina bcre,n.af\cr rercncJ co u N RC.), anJ 1ubJCCt to all 
rule, and reaulauons promulptcd by the Co,mu ,oner of the General unJ Office anJlor the School LanJ Boan! punuant thereto, anJ all other 1pphc1blc statute, 1nJ 1mcndmcnu co md 
N R.C., the followu11 arca, to-wu 

SECTION 10, OLO K 57, TOWN IIIP OJ , T. & P RY CO. RV Y, R EF\ COUNTY, TE , ONTAI INC APPRO'\II\IATEL, b-10 AC.It , AS IIOWN O T IIE 
Ol<Pl IAL IAP OP REEV CO NTV, T EXAS 0 \ 0 , FILE I THE T '<AS C ERAL LA D OFFICE, UST I , T XA , 

was, all~r bema duly aJ,cntsed, offmJ for luse on the 19'" day or J uly, 2005. at 10:00 o'clock am, by the Colllll1ll.i1000-of the Genc:ral Land Off1ec of the Sute ofTuu and the School Land 
Board of the State ofTcus, for the 10le anJ only pwpo.e of l'f'05PCCUIII and dnlhna for, anJ proJucma 011 andiOI' p., lhat rray be ft>unJ and proJuccd from the abo,-e Jcscnbed arc,. anJ 

Wlf£REAS, 11\cr 10 bkls anJ rcmiwuxcs "luch "ere rcccl\cd up to .. ,J umc have b«o duly ronsiJcrcJ by the ColllllUlaoncr of lhc Gcnc:ral LanJ 0111cc anJ the S.:bool Land BoarJ 111 
re,ulu mccuna thc.rcof m the Oencral LanJ Office, on the 19'" d1y of July, 1005, bcttmallcr the •ctr..,u,-e Jatc" 1oJ u "u found anJ JctcrmncJ wt II \I PANT PROPFRTIES, 11'C. 
whole 1ddrus II P.O. 80 J i ll, II OLANO, T 79701-3123 had offercJ the hijl)iut ind bttt biJ for a !cue of the arca 1bo,e dcscnbed anJ 11. tlll!refore cntltkJ to rccc,ve a leuc 
thereon 

OW, T lt EREFORE, I, Jerry E. Pattc110n. CofTlllll.'isioncr of the General Lind Office of the Sutc of Tew. bemnalkr someumes refcmJ IO u "Lessor." "ho.e ac!Jttu ts Ausun. Tew, by 
Vlltuc of the authomy ,e.tcd m me aoJ m cons1dcru1on or the payment by the: heremaficr dc.1gnatcd Lc'-\CC, the swn of Pour llundrcd Ont 1 houund T"o llundrtd E11hr)' And 00/100 
Dollars ($40 1,180.00), receipt of"h1ch is hacby adnowlcJacJ 1nJ of the ro)'lllllcs, co,cn.ants, supulauons 1nJ cooJiuons conu,ncd 1nJ hereby lp'CCJ to be pa1J. obltr'cd aoJ pcrformcJ by 
w.cc. do hereby delllbe, lll'IIDt.. lease 1nJ let WIIO the abo,e mcnuoncJ b1JJcr the eiu:lume n&111 IO proi.pect for, proJuce and like o,I 1ndlor p., from the 1forcsaiJ 1rca upon the followina 
tcnns aoJ condmons, to-wu 

I ll ERVAT ION· There II hereby cocq,tcJ anJ "'""cJ 10 l_.uor die full...., oflhe p,oreny co,cn,J hereby anJ all n1h11 v.uh rHJ'ttl co che ,urfue anJ subourfacc thc:reoff. r any and 
aU plll))OliCS except lllOiic J1111tcd 1nJ IO the extent h«em lll'IIDteJ IO Less«, ti.>&ctbcr wuh the nghts of m,rcsa and ccrcu anJ = of aaiJ lanJs by Lcuor anJ its llWIICfll leuca. for JlUIPO!'CI of 
cxplormg for and producm1 the mmcrals "htch arc not co,crcJ. or "luch n11y not be co-.rcd ID the future, unJcr the 1enn1 of th1J lcue, but "hkh may be locateJ Mthin the surface bounJanca 
of the leased area All of the n&hts m and IO the !cued prerrucs re111ncd by Lc...sor and all of the nJhts m and to the !cued pr-emua cranteJ to~ bcrem hall be uucljeJ m lUCb 1 !lllu.r 
that ocuhcr shall unJuly mtcrfcn: with the opaauons of the other 

2. T£RI\I SubJccc to the other pro•'bl<>hl bcrcof. chis lcuc ,1ia11 be for a term of n, • (5) )CUI Ii ,m the clT..:u,c ti.IC hereof (berem ollcJ "pturAI')' term") aaJ u ioo, lbcrcellcr u 011 or 
p.s is proJuccd 10 paying quanutics from saiJ 1rca 

3. DELA RENT LS lfno 11ocll II co,m,.,n,:cd on die lanJ ben:by lcuc:J on or before the anw,craary due of this kuc. th11 kue hall tem1Uutc u kl both puua unJeu the l.euc:c on or 
before md date sh.ill pay or tcndtr to the Conwnissioncr of the General LanJ Ollke or the State of Tew at Au.un. Tew. the amowi1 cpcc1ficd m the followina scbcJulc rr&eltipbeJ by the 
number of ac:-rca m the pmTU>CS. "luch shall oixnte u a rental anJ co\Cr the pnV1lcae of dcfcrrina lhc corrmcnccmcnt of a "cu for r" tht (Ill montbJ from uiJ date In like rranncr aoJ upon 
payments or tenJer, of omounu set out ,n the followcna achcJulc, the coll'lncnc:cmtnt of 1 11ocll 1my be further deferred for I hkc pcnoJ of the ume muri>er of months 

Annncaarv P11e Dr1•x Rema! oer Acn; 
Ftrst S 5.00 
ScconJ s 5 oo 
Thud S2S 00 
Fourth SH 00 

4. PROO CT10, RO L Tl SubJCCI 10 the pro,-u10ns for royalty rcducuo111setOU1111 subparaanph (E) ofthia panpaph 4, upon proJucuon of 01l 1nJlor p.a. the LcUff apea to pcay 
or cause IO be paid IO the Cormu.rooo- or the General LanJ Oflkc m Au.tin. 1 eus, for lhe I.BC and benefit of the Siate of Tew. dunna the t.trm hereof 

(A) 0 1 L As I royalty on otl, "h1,h II defined u mcluJma all hyJrocarbons proJuccd U1 1 liquid form 1t the ll'l)Ulh of the "ell 1nJ 11.lo 111 conJcnsatc, disul~tc. IJIJ other bquiJ 
hyJrocarbons rcco,ered from oil or ps run throuah a separator or other tt1wrment. u bcremallcr pro,wd. 1/4 pan or the poa production or the marlet ,-aluc thereof, at the opbon or the 
l..e»or, au.ch ,-aluc IO be dcmmmcJ by I) the luahc•t por,lcd pl'l(c, plus pmniWI\ 1f any, offcrcJ or p1iJ for 01~ conJcnsatc, dlSUllatc, or other hqwJ hydrocarbons. respcc:u,cly, of• hu type 1nJ 
1f11V1'Y 10 the 1cOC111l arca v.bcre produced anJ v.lien nm. or 2) 1hc hi&bc I crar\.cc pncc thereof offcrcJ or paiJ ID the acncrel arca v.bere proJuccJ anJ when nm. or J) the sroa rroccoJs of the 
~a.le thereof, wluchcver ts the ~.ater Lusee aarccs !hat before 1ny ps produced from the l.anJ hereby lcucd II solJ. u.scd or proccs1eJ ma pl.ant., 11 v.111 be nm free or to5t lO u 10r throuah 10 
1dcquatc 011 and ps separator of comcnuo111l 1ypc or other cqwpmcnt 1t lebt u cffic,cnt IO the end tha1 aO hqwJ hydrocarbo111 recovm1blc from the ps by such mcsns wdl be rcco•crcJ. Upon 
wnuen co,ucm ofl..cisor, the rcqwrcmcm tlut such gu be run through such a separator or other cqwpmcnt n•y be wal\cJ upon such tcnn1 ind co11Jn10,u u pracnbcJ by Lessor 

(D) 0 -PRO EO A AJ I royalty on any ps (1ncluJm1 flared ps), v.luch II defined u 1.II hyJrocarbons 1nJ pseoll.i substa.nc;CJ not defined u 011 m subparapph (Al above, 
produced from aoy "ell on uid lanJ (uccpt u proV1Jcd hcrem w1lh respect co p., proccucJ m I plant for the c~uacuon or psolmc, bqwJ byJroc1rbo111 or other products) 1/4 pan or the crou 
proJucuon or the: manct Vlluc thereof, 11 the opuon of the Lcs.or, such value co be bucJ on the bJ&hu• marlct pn(C pa,J or offcrcJ for p., of tofl1'&Rblc quality m lhc 1COC111I 1ra .. bc:n: 
produccJ and "hen nm. or the crou pnce paiJ or offered to the producer, "h1diever II vc11cr pro,,JcJ that the m11W11Um prcuure hue m meui.nna tbc au unJer thia lcau conuac1 lliaU no1 at 
1ny tune cuccJ 14 65 poundJ per sqian: cnch 1biolutc, anJ the ,tand.lrd hue ICf11'Cl'ln.R shall be ,my (60) ckarca FlltrcnJwlt, comoctJOD co be maJe for praaurc a«onlina to Boyle's Law, 
aod fbr specif re l!'IVllY ICCOrd1111 to test made by the Balaoce Method orby the rno.t appro,cd methoJ oftcatmJ be1111 U$cd by the industry II the ume oftcalllll, 



(C) PROCESSED GAS: M a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, fil part of the residue gas and the 
liquid hydrocarbons extracttd or the market value thereof; at the option of the Lessor. All royalties due herein shall·bc based on one hwtdrcd percent (100-/o) of the totaJ plant production of residue 
gas attnbutable to gas produced from this lease, and on fifty percent (SO-lo) or that percent accruing to Lessee, whichever is the grcattr, of the total plant production of liquid hydrocarbons., 
attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
interest, then the percentage applicable to liquid hydrocarbons shall be fifty peiunt (SO"/o) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at anns' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greattr. The 
respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades ofliquid hydrocarbons), whichever is the greater. In no 
event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead." "dry" or any other gas, by fractionating, bwning or any other processing, 1/4 part of gross production of such products, or the market value thereof; a:t the option of Lessor, such 
market value to be determined as follows: 

(I) On the basis of the highest market price of each product, during the same month in which such product is produced, or 
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the grea1er. 

(E) VARIABLE ROY AL TY: (i) Subject to the olher provisions of this lease, it is hereby provided that in lhe event production in paying quantities is established pursuant to the ttnns of 
this lease and such production is brought on line and sales thereof are commenced within eighteen (18) months of the effective datt hereof, the royalty rate provided herein shall be reduced to 
20%, and shall apply to each subsequent well drilled and produced on the land covered by Ibis lease. Provided that, if during such eighteen (18) month term during which Lessee may earn a 
reduced royalty rate of20"/. as herein provided. Lessee should drill in good faith and complett the first well as a dry bole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the term in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, conunencing drilling operations on an additional well prior to the 
expiration ofsucb lhree (3) month period and prosecuting diligenlly and in good faith the dn1Jing of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period 

(ii) In the event production in paying quantities is established pursuant to the tenns of this lease and such production is brought on line and sales thereof are conunenced after the expiration 
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.59/o and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month tenn during which Lessee may earn a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the ·first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the lenn in which to earn a reduced royalty rate by gi\fUlg notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expiration of such three (3) IIXlnth period and prosecuting diligently and in good faith the drilling ofsuc:h additional well and coIJ1)1eting same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof arc commenced prior to the expiration of such three (3) month exttnsion period 

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor tmder this lease shall be without deduction for the cost of producing, transporting, and otherwise making the oil, 
gas and other products produced hereunder ready for sale or use. 

(G) ROYAL TY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time lo time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating. 
dehydrating, coJ11.}ressing, processing, transporting and otherwise making the oil, gas and other produclS produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied. tmder this lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced hereunder 
in any processing plant Notwithstanding anything contained herein to lhe contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gas lin pwposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed. and no royalties shall be payable on the gas so recycled Wltil such lime as the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease. 

(I) l\UNll\fUI\I ROYALTY: During any year after the expiration of the primary tennofthis lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an armunt equal to SS.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a swn equal to SS.00 per 
acre less the amo\Dlt of royalties paid dwing the preceding year. 

(J) J\.IARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered Any such royalty reduction must 
conform to the requirements of any School Land Board administrative ru1es on this subject Royalty may not be reduced below the applicable statutory minimum. 

S. ROYALTY PA~IENTS AND REPORTS: All royalties not laken in kind shall be paid to the Commissioner of the General Land Office at AtLStin, Texas, in the following manner. 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Llmd Office on or before the 
IS th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescnDed by 
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports 
confinning the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In 
all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after 
the royalty payment was due. then Lessee owes a penaltyof5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such inttrest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amcnmt set by the General Land Office administrative rule which is effective on the 
date when the affidavits or supporting docwnents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to pro lull it the State's right of forfeiture as pro\ided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Conunissioner of the General Land Office with its best possible estim.1tt of oil and gas 
reserves underlying this lease or allocable to this lease and shall fwnish said Conunissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and 
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject lo 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them 

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Conunissioner of the General Land Office by Lessee or operator five (S) days before spud 
date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission 
fonns for application to drill Copies of well tests, completion reports and plugging reports shall be supplied to the General land Office at the time they are filed with the Texas Railroad 
Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-descnbed 
premises, which may be requested by the General land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-bole 
section, from the base of the surface casing to the total depth ofwcll, of all wells dolled on the above descnbcd premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (IS) days after the making of said survey. 
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(C) P • AL T l : UllN 1hall mcur a penalty "'hene,cr rq,oru, docwncnts or other 11111mals are not filed m the Gcncral I.And omce when due The penalty for late films shill be set by 
the General I.And Of11c:e IJnu1U>tnU,e rulo wluch II cffc.;tl\e on the date ,..bn, lhe 1111tcrials "'ere Jue 1n the General Land Of11c:e 

7. RFT I ED \ CREAC f. , Notw1tho11ndm11cny pro,uaon ofth,s le.uc to the contnry. after• "'ell proJucana or apable ofproJucm1011 or ps has been co1111letcd on the leucJ prenucs. 
usscc shall uert1>e the dahgence of a reuonably prudent opcnt0r an drilhna 1uch adJmonal ,..ell or "-Clls u may be reuonably necCJDry tor the proper Jc,clopmcnt of the leased prmuse.s anJ 
an n11rke11n1 the producuon lhcreon 

(A) Vf. llTI ' AL. In the e\Cnl tl11J lc.l>e IJ m forte anJ d le,t two (2) >C11S after tlie e,p1nuon date of tlie pnmary or rnenJed tmn n ,hlll then 1emu1111e as to all of the lea~ prenusct, 
l!XCUPT (I) 40 acres 1urrowidma each 011 "ell capable of produ..1111 111 payma qu.JntataCJ anJ 320 acres 1urrowidm1 each au "'ell c•p•ble of proJuc:1111 on payana quanuucs (ancllldana I shuHn 
011 or gas well u prov11lcd m Pan1111ph 11 hereof). or a "-CII upon "'h,ch Lessee IJ then cnpged m conunuou.t wilhna or re"'orkms opcnuo111, or (2) tl,e number or acres mcluded ma producma 
pooled win punua111 to Natural Ruourcc, Code S«uon., S2 IS I ·S2. I SJ, or(]) such greater or te .. er nwrt>cr or aucs u may tl,cn be allocated for production pwposes to a pronuon umt for each 
suc:h produc:m1 ,..ell unJcr the rules and re1ulauo111 of the R.11lrold Cornmw10n ofTcus. or any 1ucceuor agency, or othtt acJ\cmrncn11I authonl)' hlv11111JW1Jd1cuon W11hm 90 days ofa 
partial temunauon ofthtJ lebC m accordance with thtS subpangraph anJ upon payment of the nurumum lilma fee Kt by Gencnl unJ omce rules m effect II the nmc of the panal tcrmnauon. 
Lc»ec shall have the naht to obllm a surface kuo for maresa and c~ on and acrou lhe ternunateJ poruon of the leucJ pmnuc, u may be rcuonably nr<CS511')' for the conunuc:J opcntlon of 
Ilic poruon., of the lease rerre1run1 in force and eOcct If Lcuec fall.1 to apply for I surface lca>e ,.. ,lhin the 90 Jay pcrio.l spcc,ticd abo\C. uuce may apply for I surface lea.c from the Land 
Of11c:c. but thc und Commau1ancr hu the d1,1Cretaon to IJllnl or deny such apphcauon and to set thc fee! for such surface lease 

( 0 ) IIORIZONT L In the O\cnt th11 le&J<! 11 m force and effect t,..o (2) years al\cr lhe e.pinuon date of the pnnary or utenJcd term II $hall f\11hcr tnlrlnate u to aU dcplh.s bclo"' 100 
fttt below the total depth drilled (hcremaftcr "dcq,cr depths") m each 11,cll locatcJ on acrease re11111CJ in Panpaph 7 (A) above. unlus on or before t"o (2) years af\cr the pnmtry or utcoded 
tenn Lc...ec pays 1cn airount equal to one-half ( I '2) of the bonu.1 on11nally paid u coosidcnuon for tluJ lease (u sp«1fieJ on page I hereof) If such amowit 1J paid. tlut leuc shill be m forte 
HJ effect u to such deeper depths, and uaJ tcrnwul10n shall be dela)ed for an 1Jdlbo111l penoJ of ,.,.o (2) )"<a.rs arid so Iona thereaflff u 011 or PJ IJ proJuccd m p1ym1 quanutac,s from such 
deeper depths co, creJ by tlm le:t <e 

(C) IOENTI PI T IO A O PH I C· The swfacc acreage retamcJ hcrewider u to each v.cll ,hlll. u nearly u pnrncal, be m the fonn of a square ,..,th the ,..ell located m lhe center 
thereof. or SIM:h other shape DJ may be appro\Cd by the School Land Board Wnhm th,ny (]0) dayt after parual tcmunauon of thlJ lu;e u pro,-idcJ herem. l.cUce shall c>te,ute anJ record a 
release or relea,c, conta1run11 a sattJfmctory lcpl descnpuon of the mcreigc and/or depths not retained herewader. The recorded release, or a ceruficJ copy of same, shall be tiled m the Gcncnil 
Land Olface, accon-.,amcd by Ilic fihn1 fee p~nbeJ by the Gcn<enl Land Omcc rules m effect on thc tblc the releuc 1J filed If l es.see fails or refuses 10 uccutc and record su,.h relcue or 
relca,;c, willun mncty (90) days after bema requeated to do so by the Gcncnl Land Office, then the Cormiwioncr II htJ 10le d1tereuon 1111y Jcsranatc by v.nttcn Ulitrument the acn:aae and/or 
dcplhs to be released hcrcwidcr and record au,.h lll.llJ'Wncnt at Lcucc"1 c~pcn,,c m the county or cow1uc:s "'here the ICtiC II locatcJ and m the olliual records of the Genenl Land OfT',cc anJ such 
de.,a:nauon shall be b1nJma upon Lessee for all purposes If II any umc after tlie efTccu,e date of the parual tcnn111.111on pnnu,ona hereof, the apph.:able rac,IJ ruin are thlnaed or the •ell or 
wells located thereon are rcc:lasa,fied IO that less 1crea1c lJ thereafter allocated to said ,..,11 or ,..cll,1 for producuon purposes, llus lease haU thereupon tcrnunatc u to 111 acreaae not thereaflff 
allocated 10 ,aid ,..cu or "'ells for proJucuon purpose, 

8. OFF ET \\ LLS: If 011 anJior p.1 lhould be produced m commcmal quanuucs from a "'ell located on lanJ pnvately owned or on S111c lanJ leased 111 leuer royalty, "'b"h ,..cll 11 "'1thm 
one tho~ ( 1,000) fttt of the area mcllldcd herem. or ,..hi,h ,..ell II dmrun& Ilic area co,cred by thil leue. the Lcucc shall, 'A ttlun su,,ty (60) dlys 1ftcr such m1ual producuoo from the drainina 
"'ell or the ,..ell kx:ated ..,,llun one lhouunJ (l,000) feet from the area co,creJ by thi, lea.e beam an aoo,1 f11th and prosecute dJhacntly the llnlhna of H offset well oa the arca co,"Cred by this 
lcue, and such ofr.et "'ell &hall be llnlled to 1uch depth u m1y be nc,uaary to pre,-e111 lhe w>Juc draina1c of the area co,creJ by lhiJ lcue, and the Lcucc, ma.na1cr or dnllc:r shall = all mcll\i 
necessary ma &ood faith ellon 10 make su.:h offic:1 ,..ell produce 011 anJ.or ps m commcreaal quanuucs Only upon the Jcterm1nataon of the Commusioncr uid with h1J wntlttl 1pproval, 1111y the 
payment of I tOIT('Cruatory royalty utufy the obhpuon to will an offset "-<II or ,..ells reqwrcd wader tluJ Pansnrh 

9. Oll Y IIOL C ESS 1 ION OF l'RODl C.T IO'I/ Dl ltl C PIUI\IAR\ TEIH I: If, dunna the pnrnuy tcm1 hereof and pnor to di.lco,cry and proJu.ouon of 011 or PJ on u1d L,.nJ, t.n.« 
should dnll a dry hole or l1<1IC1 Uien:on, or 1f dwmg lbc pnn11ry tcnn licreof and after the J15eo,cry and actual production of 011 or p.s from the lcucJ prcrn,ses su,;h producuon thereof should 
tca.>e from any caU>C, tluJ lease shall not tcm111111e ,r on or before Llac, c,panuon of s,xty (60) days from date of con11lcuon of u,J Jry hole or ccuauon of producuoo Les.« commences 
addiuonal dnlhng or rc,..orkma openuona thereon, or P•YI or 1c11dcr1 the nut Hnual delay ren11I ,n tlie umc manner u proviJcJ m lh11 lea.c 11; dunna the lut year of the pnrrary tcnn or 
within s11<1y (60) da)'I pnor thereao. 1 Jry bole be con11lcted ~rid abanJuneJ. or the pmJu.uon of oil or ps 1houlJ ceue for any CIU>C. Leucc'1 n1hts hall re11111n ,n full force and ellect ,..,thout 
further opcn1Jo111 Wllll the nprrallon of the pnrnary Lenn; 1nJ 1f I Cliee has not resumed producuon ,n payma quanoucs 11 the np,nuon of the pnmary tcnn. Lcst.ce 1111y 1111m1>.1n tluJ lcue by 
conJucuna addJuonal dnlhna or rev.ort.mg opcnuon, pW1u.tnt to Pmgnph 10, u.sma the c,.prrauon of the pnmary tenn u the date or ccssauan ol proJucuoo under Paragnph 10. Sbollld the 
ftm ,..ell or any subsequent ,..ell llnlled on the above JCJ.:nbed land be co1111letcJ u a shut moil or PJ ,..eu ,..,thm the pnn•ry tenn hereof l,euc,e rrey resume payment of the annual rental m 
the umc nanncr u provided hcmn on or before the ren11l paying date follo"-IDI the <'ptnuon of sixty (60) days from the date of COIJ1)1eoon of such sbut an 011 or p.1 .... u and upon the failure to 
nalc 1u,.b payment, thtJ leuc shlll 1p,o facto tenn111a1c If 11 the e>panuon of Ilic pnmary term or any umc thernfter I hut in oil or au ,..cll lJ located on Uac, leased pmnasa paymmu 1111y be 
1111dc an acconbnce with the hul ·lR proVI 10N hereof 

JO. fl ON, DRIL Ll",G, V. D RE\\ ORl\.ll'G: If, after the nptnuon ot the pnmary term. producoon of 011 or p.1 lrom the lcucJ prern,se1, after once ob11aned, ihould ceue from 
any eaU>C. lhl> lca.;e shall not tcmunuc tf Le, ;cc conuni:lk:~ aJJJt10tul llnlhna or rt\loorlrng opc111110111 ,..1tlun 1i.1y (W) Ja)'I aflcr such cc:sut,on, and this lease shill remam m full forte HJ 
cffc.:t for so Iona u such opcnuons conunue 111 cooJ la,th and m ,..orkmlnlrke manner without 1nterrupt10n.s to11hn11 m,re than 11>.ty (60) days If such dnlhna or reworkina opcnoons result m 
the pruJu.uon or 011 or au, Ilic lcuc ,1 ... 11 remam m full fon;c and efTc.t for .o lon11 u oil ur au 1J proJu.ced from lhe leucJ p,anucs III payma quan1111CJ or payment of shut ,n 011 or p.1 ,..ell 
royalucs or paymN!t or <eon11cr,s1aory royalucs II nade u prov1Jcd hcrem or u proviJed by law II the dnlhna or re"'orlona openiuons result in lhe co,,...1cuon of a ,.ell u a Jry hole, the leuc 
will not Lemunatc 1f thc Le..ee conu1ac,ncc, adJnaonal dnllma or reworltna opcnuon, w1thm ••>.ty (60) days after the to"1'1etion o( the wcU u a Jry bole, and lhlJ lcue shall ren1110 rn effect so 
long u Lessee contmlJCI dnlhng or rcworkma opcniuons ,n good fanh 1nJ an I workmanh~c maMCr without m1crrupuo111 to11hna more than ""'Y (60) tbys Lcucc hall enc wntten noute to 
the Gcncnil LanJ Office ,.,,thin thany (JO) days of any cc.uallon ofproJ11Cuon 

11. SI I f· IN ROY AL'l l E.). l·or pwpo.ca of tliu pan1911ph. •,..ell" me~ any well tllit has been w1gncJ I Y.cU number by tbc 11Jtc agency h.avma JurudJcbon o.cr the producuon or 011 
anJ ps If at Hy umo al\cr the up111111on ot die pnmary tem1 of a lei.IC tliat, w1ul bc,1111 1hu1 tn. wu bc,rn1 nam111ncJ m forte anJ eflcct. 1 "'ell capable of proJu<ma otl or ps m pa)ma 
q111nu11e1 IJ located on the lc:i.ed prcmues. but 011 or PJ IJ not bema produced for lack of 1u111ble proJucuon fac1ht1C1 or lack of a sw11ble marlet, then Lessee 1111)' pay u a shut-m 011 or ps 
royalty an 1roowi1 cq111l to SI0.00 per acre, but uot leu tllllll SI .200 a )car for ci4b .... u capable of proJuc1na oil or p.1 m pa)111& quanuuc, To be elTc.a,e, each mnial ibw-111 o~ Of ps royalty 
mu., be p11J on or bc,fore (I) !he ••r•rataon of the pn1111ry tcnn. (2) 60 Jays aflcr lhc Lcucc ccua to product 011 or PJ from the lca.ed prenua. or (l) 60 day, after Lessee t001)leteS I drillma 
or rt\loorkina opcnuon m acconbncc w11h tlie lease pro,-is10111, ,..hiche,cr Jatc is latest If the uiut-in 011 or p.1 royalty II pokl. the lease hall be consrdc:rcd 10 be I producina lease and lhe 
payment shall utcnd the tcnn oftbc lca)C for I pcnod of one )Car from the ml or the pnmary term, or from the ftrst day or the month folk>,.,n, the month m "-hteh proJucuon c«scd. and. after 
llllt. 1f no 111111blo proilu,.uon fatslmca or u111blc rnarlct lor the 011 or pl eu.ts. Lcucc rrey utcn,J the lcuc lvr lour more >IJC~C l\e penoJs of orie (I) year by payma lhe RIIIC IDlQUJll cacch 
)Cit on or before the e.pinuon of Cl(;h 1hu1 · in yt,ar 

12. c o,11' TORY ROY \I TIF : If. dwina Ilic pcnoJ the lca..c 1s lcp1 m clfnt by p1)1ticn1 of the shut-111 oil or p1 royalty, 011 or ps II solJ and dch,-ccreJ m poyma quanuo~ from I 

well located ..,,thm one thousand (1,000) fttt of the lcued prenll.>CJ and con11leted m the RIIIC produc,na reservoir. or many ca..: in ,..hi..h dninage II occurnng. the naht 10 conunue 10 rra10111n 
the lca.c by p;aytng tlie shut ·tn 011 or au roy.ihy shall cca.;c, but the lease i.hall remam elTccb~e for the rc11111nJer of the year for wbJCh the royalty has been paid The Les.cc 1111y mam11in the 
lease fo r four soon: succeu"c )ears by Leu« payin1 compcllliatory royalty 11 the royalty 1111c provided m the leuc of the market -.luc or produrnon rrom Llie ,..ell cau.mg the dntnagc or "'hrch 
is COIJ1)1Cted an the s.imc prod11<m11 reservoir 11id "'1thm one tl10W11nd ( 1,000) fcc1 of the leased premises. The compensatory royalty IJ to b. paad monthly IO the Conmuaaoncr beaumma on or 
before lite lut J;ay oftlic roonth followmg tlie monlh 111 which the 011 or gu II produced from the "-<II c1u.sm1 the dnmage or tl~t II COIJ1)letcd w the same producma re~'Oir and located ,.,thin 
one thou.and (t,000) feet of the leased premues, ,fthc con~tory royalty pa,J ID any 12-month pcnoJ 11111 an amowia lcu than the annual shut-ID 011 or ps royalty, Lc...ce shall pay an 
aroount equal to the difference wnlun thirty (30) days from the end of the 12,roonth perioJ. anJ none of these provu,0111 wtll relieve Lcuee of the oblipuon ofreuonable development nor the 
obltpuon to dnll omet "ells u pro'1dcJ m N llC. Secuon S2 034, bo11,c,,er, 11 tlie dcternun1uon of the Cormiw,oncr, and ,..,th the Cormuaiona's wn11c11 appro,'11. the paymmt of 
COll1)Clllltory royalties •hall 11uafy the obhpuon 10 llnll offset "'ells Corq>m11tory royalty payments wtmb arc noc umcly paid will acaue pcnahy and mtcr«t m accordance w,th Pangnph S 
of this~ 
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13. EXTENSIONS: If, at the expiration of the primary tcnn of this lease, production of oil or gas has not been obtained on the leased premises but dri1ling operations are being conducted 
thereon in good faith and in a good and workmanJike manner, Lessee may, on or before the expiration of the primary term. file in the General Land Office written application to the Commissioner 
of the General Land Office for a thirty (30) day extension of this lease, accolTl)anicd by payment of Three ThoUWJ.d Dollars ($3,000.00) if this lease covers six. hwxired forty (640) acres or less 
and Six Thousand Dollan ($6,000.00) if this lease covers more than six hlllldred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and 
after the expiration of the primary tenn and so long thereafter as oil or gas is produced in paying quantities; provided further, lhal Lessee may, so long as such drilling operations are being 
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the 
Commissioner shall, in writing. again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying 
quantities; provided, however, that this lease shall not be extended for roore than a totaJ of three hwidred ninety (390) days from and after the expiration of the primary tenn unless production in 
paying quantities has been obtained 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereWJder and solely upon the leased premises; provided, however, 
Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to pay 
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the 
production therefrom, such use to be conducted under conditions of least injwy to the swface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee 
schedule which is effective on the date when the activity requiring the payment of surface damages occurs. 

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
wetlands. natural watelWllys, rivers and impowtded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or grow,d water contamination. In the event 
of pollution, Lessee shall use all means al its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, swnp, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(B) SUB!\IERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform. crew or supply boat, 
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non­
biodegradable items. A sign mu.st be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State of Texas lease to forfeitwe." Such statement shall be in lettering of at least I" in size. 

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds. 

(D) PENALTY: Failure to comply with the requirements of this provision. may result in the ma:dmum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the 
damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

16. IDENTIFICATION J\lARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall 
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank 
battery, whether by individual flow line connections dim:t to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified 
at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be maintained in a legible condition throughout lhe tenn of this lease. 

17. ASSIGNI\IENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation Wider the lease, including properly 
plugging abandoned wells, removing platfonns or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commissioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other secwity. All transfers must reference the lease by the 
file number and must be recorded in the COWlty where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section S2.026, accompanied by the filing fee prescnbed by the General Land Office rules in 
effect on lhe date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for wipaid royalties. 

18. RELEASES: Lessee may relinquish the rights granted herewider to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded 
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescnbed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty 
and other swns ofrmney that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section S2.136 and any other 
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from lhe leased premises, all proceeds which may accrue to Lessee from the sale 
of such leased minerals, whether such proceeds arc held by Less~ or by a third party, and all fixnm:s on and improvements to the leased premises u.sed in connection with the production or 
processing of such leased minerals in order to secure the payment of all royalties or olher amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and secwity interest may be foreclosed with or without cowt proceedings 
in the manner provided in the Title I, Chapter 9 of the Texas Business and Conunerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
abovc«scnbed property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Conunissioner may declare this 
lease forfeited as provided herein. 

2.0. FORFEiroRE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee oran authorized agent should knowingly make any 
false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by 
the Conunissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by Jaw or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail 
or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any oftbe 
material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by 1he Commissioner, and be shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again 
be subject to lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be consbued as waiving the automatic tennination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another 
intervene upon satisfactory evidence to the Cormnissioner of the General Land Office or future compliance with the provisions of the law and of this lease and the rules and regulations that may be 
adopted relative hereto. 

2 t. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections 
S2.092·52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee. 

2:Z. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any ru1es promulgated that relate to plans of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without 
limiting the generality of the foregoing. Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit bearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52135 
and S2.137 through S2.140. In the event Ibis lease coVCTS land franchised or leased or otherwise used by a navigation district or by the United States for the pwpose of navigation or other purpose 
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incident to the operation ofa port. then Lessee shall not be entitled to enter or possess such land without prior approval as provided wider Section 61.117 of the Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from lhe nearest dredged 
botlom edge of any channel, slip, or turning basin which has been authorized by the United Slates as a federal project for future construction, whichever is nearer. 

23. REl\10V AL OF EQUIPt\lENT: Upon the termination of this lease for any cause, Lessee shall not. in any event, be permitted to rern:ive the casing or any part of the equipment from any 
producing, dry, or abandoned well or wells without the \\Titten consent of the Conunissioner of the General land Office or his authorized representativc; nor shall Lessee, without the \\Titten 
consent of said Conunissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee 
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly fil!ed and all 
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Conmrissioner or his authorized representative. 

14. FORCE ~IAJEURE: Should Lessee be prevented from complying with any express or itllllied covenant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas therefrom, 1ner effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regu]ation of governmental authority, then while so prevented, 
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the GeDCral Land Office in support of Lessee's 
contention and Lessee shall not be liable for damages for failure to cofll)IY therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the leased 
premises; provided, however, lhat nolhing herein shall be construed to suspend U1c payn-.ent of rentals during lhe primary or extended term, nor lo abridge Lessee's right lo a suspension under any 
applicable statute of this State. 

15. LEASE SECURITY: Lessee shall take the highest degree of can: and all proper safeguards lo protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not limited to, the installation of all necessary equipment, seals. locks, or other appropriate protective devices on or at all access points at the lease's production, 
gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State ofTe:us royalties thereon 
as proviJed herein on all oil, gai or other hydrocarbons lost by reason or theft. 

16, REDUCTION OF PA YrtlENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries ofa pooled unit thal has been approved by the 
School Land Board in accordance wilh Natural Resources Code Sections 52.151-52.153, or if, 11 any time after the expiration of the primary tcnn or the extended term, this lease covers a lesser 
number of acres than the total amount descnbcd herein, payments that arc made on a per acre basis hereunder shall be reduced according lo the nunt>cr of acres pooled, released, Sllm'ndered, or 
otherwise severed, so that payments determined on a per acre basis under the tenns of this lease during the primary tcnn shall be calculated based upon the number of aCTCS outside the boundarie:11 
of a pooled wtit, or, if after the expiration of lhc primary tmn, the number of acres actually retained and covered by this lease. 

17. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, e,;ecutors, administrators, successors or 
assigns or Lessee herein. 

18, ANTIQUITIES CODE: In the event that any feature ofan:heological or historical interest on Pennanent School Fund Land is encountered during lhe acti\ities authorized by this lease, 
Lessee will immediately cease activities and will immediately notify the General Land Office (ATI'N. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701) 
and lhe Texas Historical Commission (P.O. Box 12276, Austin. TX 78711) so that adequate measures may be undertaken to protector recover such discoveries or findings, as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. NaL Code 
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Pennanenl School Flmd, lessee shall notify the Texas Historical Commission before breaking ground at a project 
location. An an:haeological survey might be req~d by the conunission before construction of the project can cormnence. Fwthcr, in the event that any site, object, location, artifact or other 
feature of archaeological, scientific, educationa~ cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas 
Historical Commission so that adequate mcasiues may be undcrtaken to protect or recover such discoveries or findings, as appropriate. 

19. VENUE: Lessor and le~e. including lessee's successors and assigru, hereby agree that venue for any dispute arising out of a provision of this lease, whether e,;pres5 or ifll)lied, regarding 
interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes., or administrative rules, shall be in a court of COrTl)Ctent jurisdiction located in Travis Co1mty, State 
of Tens. 

30. LEASE FILING: P11r.1uant to Chapter 9 of the Tex. Bus. & Com Code.this lease must be filed of record in the office of the Co1mty Clerk in any cow1ty in which all or any part of the 
leased premises is located, and certified copies thercormust be filed in the General Land Office. The prcscnbed filing fee shall accompany the certified copies sent to the Gener.I Land Office. 
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' lease must be ll&11Cd and ackno,.,lcdseJ by the Lessee before 11 11 filed of record ui the cow11y records anJ to the General Land Office of the S11tc of Tuu 

LF. SF'F 

T ITL F.: ______________ _ 

DATf :. _______________ _ 

EREOP, w,mcu the 111n.iturc or the Convnu.,oncr of the General Land Ollke of lhc State orTuu Wider tl1c seal of the General Land Oflicc 

CO\IMIS JONEil OPTll E GENERAL LAND OFFICE 
OPTll El,1 TEOPTEJ ' 

Al' l'RO\ ED 

Content• 
Lt111J 
D 
Enc 

(CORPORATIO, \ K OWL EOC\lf.NT) 

COt, TYOF __________ _ 

BEFORI! Mil. tlie WldmuiJICd authonty, on this day pcno111lly appeared. ______________________ _ 

known to me lO be thc person wix»c 111mc tJ aubtcnbcd to the fore1om1 11Ulnllntnt. " ------ ____ or 

for the pUl'p()6es and conslderauon therein upre=d. an the capactty ,iatcd, and as the act anJ t.lced of u1d corporauon 

Given W\Jtr my hand and acal of offac tluJ tlic. _______ dly or _ _ _ ______ _ _ _ _ _ ___, 20 ____ _ 

Not.try Public m and for _____________ _ 

TATE OP ___________ _ (INOI\ 10 ,\L ACKNO\\'LEOC l\l l'.N1) 

cot ·n or __________ _ 

Before me, the Wldc1111ned authonty, on lhu cby personally appcmd ____________________ _ 

known lO me lO be lhc pcr~,ns wboac names are 1ubscnbc:J to lhc fore1om1 111>trumcnt. and ackno"" lcdl!cd to me that the) uccute<I the 
aame for lhc pur-p<>KI and coouiderallon lhcrem uprcacd 

Gl\cn Wider my hand and acal of office tlt11 lhc. _______ day of--------------- 20 _____ _ 

Nolal)' Pubhc m and for ___ _ 

6 



August1 9,2005 

Mr. Will iam A. Chalfant 
Chalfant Properties, Inc. 
P.O. Box 3123 
Midland, Texas 79702-3123 

Dear Mr. Chalfant: 

Gr IE 
] · llRY PATT ERSO 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July 
19, 2005. I am pleased to inform you that Chalfant Properties, Inc. was the high bidder on 
MGL. No. 52, which has been assigned the lease number M-105332. 

The lease agreement for State Lease M-105332 is enclosed and will serve as your receipt 
for the amount of your bid. This lease form must be signed and acknowledged by the 
lessee, and then recorded in the County Clerk's office of the county or counties in which 
lands covered by the lease are located. After signing and record ing the lease, please 
submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified 
copy at your earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease 
agreement, such as Section 6(8), which requires operators to submit written notice of all 
drill ing, production, and related activities. When lessees file specific forms with the Texas 
Railroad Commission, they are required to submit copies of these forms to the General 
Land Office. Examples of these forms are: W-1, Application to Drill , Deepen , or Plug Back; 
W-2, Oil Well Potential Test, Completion or Recompletion Report and Log; W-3, Plugging 
Record; G -1, Gas Well Back Pressure Test, Completion/ Recompletion Report and Log; 
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status 
Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

Please let me know if you have any questions or need any additional information. 

Sincerely, 

R~Director 
Mineral Leasing Division 



File No.'-'.' I l / u., - sr:: - > v • 

Date Filed: DJ f l J v ..., 
Jerry E. Pat 

By \ TI.. -< <J..J.iL 

3 , 
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I (Al IU.>tll\U, CO",T1UoC'fSAl<O OTII R 111:COIW i.- ... -llr _ .. ~ol .. - 1-.!0ffloe •• ....... _... _.tlll ... p• ''""a-,., llm .._ or 111u.,Mo •.., .............. ,..,..aid Ow ..,.._ .,,. _.. _ •Wtlo po•...., ___ .,.. II~-_. 
__ _._ .. 111tio..,.,1:w1.i. ... . 11or--•auo1-•-,.-.,.-- llo<lt_,.,.. ___ ...,~ .. o-ail.lad 

Offiu 111111 IN lltld • -6doa.e "7 IIN o-nJ LoaJ om.., - - ,-..i •, i.- Al - -• u,1 - ,...._ oo .. ,,_...... ._,.._ 111< .. .i 
n .. ,..,..., o(llto .a ud .... pn,Jaed oo 11id pr- 11<1..U., 1111 """"'ud -- rc&,p11..i cl&lttrpo of all .,,llo. !MlJ. pool,. - u.l --•• ll II-• be ...i,;.ct oo 
--......... _ "1 .. Cen--1 - • .. o-i Law ..... ,._o-.i. .. G<Nww ..... ...,._. .. ., ..,.,_ 

1•> DIULLl'•(;ll£C01W w.- ...... of ..................... 1rc .......... c-,borol .. ~LeodOli.to~i.-. .. _. ...... ,,1 .. ,, ..... .., 
,MIC, •or~. re..-y, 10q10n1J - Of plo.a ,..J - ol '"1 •-.JI Of •«llo kb - -· IO 1111 (iemn) 1-.1 OIB<e 0MJ .... J..i. "'!'IOI of llaan..J Conwnium 
fom,c t,, 1pploudoa 10 dnA CGpitJ o( ••U ..... -It-..,.... ud p ....... r<J>0N ..... IN tun,IN,I IO .. 0.•t>l Lu,I 011 .. ll die - die)' ffl &lt4 •Mio .. T,.., ...._. 
c-o. i.-llllll1'4'1My .. Cl--iLuJOtn., ...... ,reoor111...........s. __ ..,...._,. ... ...,.,. ..... ......._ ... ,. ... _._ordtono~ 
,.._ ... -_,IN r.q--~ .. Onanl 1-.10'"'4. la-•--.. ..-,--.. i- .... 1,o,. .. clao-iul-•..-...i"'Y......,. ...i. ... ---
MCUN. &Olll t.ae MteofUIII IMlffkt ,--, • N -.I -r'tll o(wtll..of all ••tll *illld• .. _.... ~,,....... ... iMI ...... 1111 • ... .,,,., ... kta Wc.a..lt ,_. .. , • ., . .. , •c.1 .. IIN: 
Ocnc...J LloJ 061tt ,.,lllia lftcc• (IJ) doyt ,n., Ibo .. IJa& of 11.J swvcy 
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(CJ PO'<AI.TI "-•111111-·-hy ·---..... -or-.............. --la lll<Onml t.a.i omc ...... Ila Tloo-lly ... 1o11111u,, ..... lie NI~, 
Ill< 0.-nl Land Off1« ....... , '"""' no1e "loch 11 ,trKon • .. oll1e ••die .. ...,. .... .,. doe• dw 0.-.J uod 0111<• 

,. """'"l:DACRtAC.[ ,.._,dlo .. nd, .... , .......... o,1h1eiu.. ..... ......,,. • • n.r ... ,ap,oct«u,1orupobleorpn,11 .... , ... orau11atllcn-lcle<I ....... __ 
Us.n 1hll1 nm:• Iha d1h1cnc-, 0(1 rt1Jt1Nbly ,,,..,Sm a,.nlOr la dnU-, tuth ~1-.tD orntlt u nay be ru,oub.ty NCUll,Y b UN P"'Ptf•~lopnan, o(dlil &cued pn!NHI alld 
111 "9rlctll\l I.hi prvdw. hon lhtttol\ 

(A) VI\RTI(' Al I• "" ...... 111'1 , .... II ....... and .tr ... , two(]) yun ofter .... "'""-Ible ordw - .. ····- lmn. ,i.a ............. le .... ' " o( .... - --
EXctl'T (I) 40 k1111"'""1nd1n1 Ckh oil ... n np•ble orp,o,1 ... on, In poym, q ..... , ... •llll l:IO ac .... ..-... .... b p, .... carablc orproc1 ..... , la P•>••• q ......... (lncludulc I Ullll • 
Oil o, p, well u ""'Vkled It! ~an.,..pl, 11 "'""'I). O< • wtll - ,.b-.h Lr- II"""' npp4 la - dnll'"I or ......run, open-. or(]) dw ......, or.ens 11doolod • • ......,_, 
r-led ., ........... oo Naonl ~ Coda S...- n ISi ·fl Ul, or (l) ,..ii pullr or lcMa-. oracru u ny lllr• lie &llotaled lor """""--•, _._ - ..,,.,b 
l\ltb ....,.i .... , .. ,u ....i., tho noleo and"'"""""' or dto Rau.-! c:..m. ... orTuu. or a-,, __ ,-,. or - ,_...,...Olal ,....,.., _..., ,......i .. - w-,o day, or, 
""""''"""' .. -or ......... 1n -"'· .. ..,, o.i. ,...,.,.,,.p1, ,o.t - "",..._ 011111 - n...,'" ... by o..n, 1.a.i omu no1a'" '""'" ........ or .. ,ania1 ....... ._ 
i.. .... ,.ai. ..... naJ,l toolou .. , ,llrl'ac1 laJo lw1a- , .i ,_. .. lad 1<191 h ..._1Ad ,.._orlllt 1,-,.._ .. ,...,.,. _,,., _ _,,,1w11ie-.,.,. ... or 
""' - or tho .................... Md,,,.., tri..- ."' .. •J111y b. -· - ........ ,0 ., ,..... _!ltd ....... '-- ... , si,,1y ..................... Ll<III 
Of!I I. NI die Uod C ........ .,_..., tho dllCrc- to ......... dell)' llltb IJll'tit•-tad. Ml .. flc b llU-1 lcuo 

(8) IIORIW'ffAL la lho •- lhll lcuo 1111 ..... aad c&ct -(]) yan ofw Ult "fin_ duo of .. ,.,,...., or,.....,. -11 .. n 11,nJw _,. u 10 al ...... ki... 100 
'"1 klow 1111 -I dcr<lt dnllod (ltfflwlla- • ...,., ...,.., IO -i, ,..g Ion ... oa ....... - • ~anJnl)lt 1 (A)-· ...... oaor k .... -(]) yun allot .. ,.....,,.or u­
lrM 1-pa71 .. ••--1 •- btlf(l/11 or ... _ en,-Dy,..t u-b ........ (11-tllod .. ,. .. I""""" l(""b ,,,_ 11 pul, ....... abal k • bc• 
'"" ,trm 11 • ,..ii '*I>"' dqMloo. lad aid .. --·u lie d<la.,... lw u .-1 ...,...Sor-(]),-, lad•_,_,,_ 11 ol or pa II p,od«cd • '"""' q,,o-i. - -h '*""'.... .-by ......... 

(C) ID~flCATIO~ Ar.D flLINC n..Mflce ICNOJl-ltoro..sau IO<adoMlaltaJI. u-tyu-oc.l, lM • .. .._oh - .. 111, .... ,11oc,,..,. .. ,_ ""'""'· • ....io-~ 11 .,., k _..., lty .. kltool La.ad 8-d W--,_ (lO) daY' allff pon,ol --or ....... N--llln-. t-lllll <&«Ill•• - 1 
relcuc ar ,..._ _,.,.,, u•••'""Y lepl--or .. aanp atld.or....., ___ ..,.. _.. ,._, o,, ,......, ...,..r ..... ,., bt llW • .. o-ni 
r....i om,, -...-1,y..,. rw.,,.. _..... ltr 11ie o...mi r....i omr. ni1a • ,ffilct .... - ........... aw "i- •• • .. - ........ u,,1 .-Mil ....... • 
... - .. __ (90) .,. ·""-·_.... .. do • ., .. o-ni La.ad 0-. - .. c-......... 4-aiao ... , .. _ .. ., ..... --... _.,. .. . 
ilopll,o•bo--ud-1&b--.11i-,_ ... ___ .............. 11ct .......... -..,_o, .. o-n.1'--a&.oad--
"'' ... - lhAII N billllNtc- i..-o ro, al,._ lh1 aoy-aftor .. •-..... or .. ,.,.... ____ ....__ .. ......-,111< ftold n,la m ....... • .. •cl or 
,... lopled-.,. ,.t.a,llotl • 1111• ...,ac,.. .... -.-...i •aul wca or- b ....,.__ ,__.., ..... ..,.,...__ .. u to ,m ..._,. .,...,..Ila 
• ._. .... • •ICI .._1 or ..,.111 ., prod,« .... ,..,...._ 

• ornu "'CU.S 1ro111tld.0< po"""11d k ............. 11100.....-i~--· wcl ....... •ludpnnldy-oroa II lud luled 11, lalff...,."7, •llidt..., .. ..-
--(I.OOO) r ... or111r .... -i.i.J ...,..., ... ,.hido wd ladniaiq t1to uu ..-1,y """-. • 1-• •II. - •"'Y(IO)cllt1t •lla-""biolbol....,.. __ .. .._, 
.. .o ... wol lon!Ad ...... _ _.... (1,000) feet._ ...... _., .... laM kp lo"""' •• ..i _...4ili,-Jy Illa dnl!M'l or .. o111e, ... a ... __ .., .. 
..... ,..i .... hofl<I ... n ai.n 11c dnn..t oo -~ .... , .,. _,,.,._ .. _,. ..... or .. 11a-..i 1,y""" ...... ,.. .. Lr._,-..... ""'"'••-••-_ _,,. •, "'°" rubdfon •nu aallollM1wel ,.,..S...• Oil udlor polo--.1~ Ooly_ .. __ of IN~ Mld....U.• ..-,_.a..,• 
.,.,.._ ora __ ...,. 10,.ky • .,,., tlto ol,l,p- to clnll uotrMt- or w.tl, ._.s _ ._ hnpapll 

t ORV IIOLltlCESSATIO'I OPPRODUCTIO'I OUIUNC PIUMARVT?Jt.\t tr,..,..1111,,.....,,...,.,...._ro.t-004-vwyo.tpr,,J ... -or01to, pooau.llaod. i....,. 
oho.Id drill• dry"'°'" or holeo ~ o, 1r d .... 11111 ..,,...,,.1m1111onor a.t ,n.r .. -.,. ..i adlal rn,da- orool o,,.. ..,_Illa..-..-. Ncb p<Od•-_, ......w 
·- hm ... , .. __ 11111 laN ,i.u "°' .......... ,r .. or ........ dw tapn"''" or 11.\l)' ('°) <br, - Ible or -le- or utd dry ..... Of ·--or pn,da- L«,« --.. 
a.lJdionol dnll"'I • -1.Jfta .,...,...., ~ 0< P"Y' or IIOdan dlr au1 ,-.! dtlay ,.lllltl • dN tame.,._, u ....,.- • duo le"' I( .t-, die la11 ,-, or"'°,......,,. ICffll °' 
w,11,,. m17 ('°) 111,. pnot dw1100, • dry bolt lie .....,1c...i ,..i obtnd.,noJ, Of dN p,o.j,o<- orol o, pa "'°'1ld ,_ b any.-, i..u..·, naive IIIIU ,.,.."' '" l\tll Mo and 111'1ct .... -
,.,,.... .,,... .... _, ... ,.,...,_or tho pn,..,y leffl\ and 1r i..- llal - ·-p,,,c1..__ "'""""' q111n1111a ti lho "lln- orlho prura,y ltffl\ i...... ny .... -. .. dlio lc ... by 
~~ ....... add,,_,"""'"'.-.....,,...,_ ............. Plnani,h 10, .... dta ·--or .. pn..-.,y lmft 11 tho ...... ,. __ or-...- ...... ,.,._., 10 111,owd ... 
"'11 won 0< ,-, ,...._qunu •ell dnlled Oft lho ,,_. -.il>od Ind bo -lct<d u •-·111 oil 0, po wcU ,.,dlu dlo pnmo,y'""" hono( 1-.. , ,.._.,.,.....or 11N ,_J miaJ to 
lht .............. u pn,...W ......... or"'""' lht ...... , ... ,,.., ... ~ ... dlo ............ r. .. iy('°)<br, -1111 ... .,-1c_o, ... k ...... 011 or p, .... lad -die ...... to 
,,..u .,.,b po,....., Ill• lcu• wll - ra,oo -.. tr II tho'"'"'- or !ht primary...., oraoy - tlmulla-, - • oil or pa wcl la lot,,.. oo"" lcuod - .,.,....... ... , lie 
ndt Ill Kconbwe •1lh lb. &lu Ill~ him. ( 

II C TIO/'I, DRILU'IC, Al'tO Rf.WOIU01'(; I( alla dlr ....,._ or .. pnma,y - prodtt<-orool • .. -llw --,Ila--.--.~ «Ut .... 
1n1 n..,. 0.. ltu. ,Mn "''4 ..,.,.... .. if UGH ~- ld.taDC..I .,Oma or rwwork1r11 opentJON WUIII u,ty (60) 4-11 •f\e,f ...,. c.1111--., •• ...., .._._.. ..... ,...... • Ml lfbn.• ud 
•ff•<1 lor • loo1 u '"'~ opon- o. .,. ... ,. JOOd ••Ill allll Ill ~olil.e-, .,...,. ............. .,..Ml min dlullllJ (IO) <bys Ir-~ dnlhAJ °' ..-u.1 _._ rullll,. 
""p,oJ .. - or.i .. , ... lho ...... a ......... lloll ..... ,ad"""'' ................. ...-..s - .. It_ - .. ,.,.. ""' ........ ,.,._or .............. .. 
"')>to.. or ........... O(-'°')' "'1'lbU II mad< OJ~ -or ll p,,mdod by low l( .. *11lm1 or _,open_ - IO .. ~ or, •cU u I dtyliolc, llie ._ 
,.;n.,. ......, .. ,. olllll l.tOHc -• .. -ldnll-,o, ,,,_....._._ ,,_ ....,.('°),u,. allorllie "°""""""or ... ,..., u, dry ...... Mid ... i... .. , ,...... ••fir<•• 
loo1 u i..- - dnlluo1 or"-• open- la pd •o1111"1 • • wwunultlc ---~ ....... -.du 1111y(IO) liar, l.tntt lllol P'" ...- ..,., to 
""'0-nl t.a.iOl1"tU .. , ...... ,,lO><b11or..,,--or,-i ... -

II ll lT-1"1110\ALTI ,,._..o, .. pan .......... r_.,., ....... , ......... a,....i.--by .. , ..... _, .... ~ ........ ...--or ... 
ud ... Ir • • uy ....... •lier ... ,,.,. .... , ... pnlNI)' ...... or . ...... ~ - -· .......... k .. --II ........ ·""~ I ........... of ........................ . 
....- 11 lonf<J ...... - -- ..... oil or ............. ...- .. IIJ< or- p,od,or1- raca.u.. Of Ila or ......... nrtt1, .. Lea. .. ,,., .. . ..... "" or ... ...,.11y, •• ...__l•llOOOpn1<,., ...,_..__11.200,,.. ....... ...,_....,.....,.... ...... ., .. ,.,,..~ Tok,._o..,,adtloilial...,iooil•p,,oyalry 
-llcpuloaork .... (l) .. ,,pn-ordlr,,,,...,,._(l)*lda11aftnlllri--top,odc1oilo,pa-... louod-orll)I0•,.,11ori-_.,-,-.., 
Of __...., -- "'acrordln<, •idt die lctN pnm,-. .. ...._ dale la•- ir ....... o,I 0< p.o n,plty • po,d, • laM ••lie_........• be, ,.....1o, ..... ,.. dlr 
po,-111a1.,....i ......... 0,1111 ..... , .. . ,...or_,.., _ ... or .. __ or_ ....... ,or ... ---. .. - •• - ....... ____ ,n. 
tho~ olao -prodc- llcU... or .....WO-~ ...... oil or po,...., i.-.. ,.,....i 1111 ............ -. _,__or- (I) - i.,.,.,.., ....... ,,_ _., 
tur•0r11c ............. l'IQII., ........... ,.., 
11 C0'1Pll<SATORV RO\ALTI If. d ......... pcnod lliei... 11 kq,c ••tr•nby po,-or .. ..., •Oil• p, ...,.i,y, oilor poleoold oadlk~-llpoy,,,a.-,., haa 
,.ol lout<d wCllu--(1000) ... ordle lcuod.,..._ o.t-.,i."11 ... _,..... .. ___ or• uyna io-.b-p 11-... npo to-ion-.. 

.... lnat by ... ,..., ... """ ... •lor ... ...,.11y - - NI die ................ ··-.. "'* ......... or11w ,. ............ ...,....., ......... ,.id n. i.-. .. , ..... .... 
,._ • - - --... yon by i.. .... ,.,., _...,, ...,..11y 11 .. ...,..hy .. ~ ......-1111111 ...... r .. - .. "'-or..-- - die .. .u .. _, ........ • --~ 
la-1cted II IIII llllll prod-1--...t •tllu- -(1,000) ha( .. 1c...t ,._ Tlio--toty"')Uy II to bt,.lll IIIIIOlltly 10 die CoornlMic,w ....... Nor 
............ ,.,or .... - -.-...... - .. wlliLb die oil .... ii ...................... _ .. - ...... ll<ffl'C'loted II IIII -- .......... ·-'""--
- ......_ 11,0001 r.., or 11ie luled ,,_._ oltllt oo-,o,y ...,.,., .,..s 1o 1111 12-lltod pmo11 .. ,. .. - iu."""" 111r ...i 111 ..... 1.,.. ...,.11y, i...... """,., .. 
..-cq•l • llie ,s,,r....,. • ......, 11wt,1,0111a,. _,.. _ or111o n-..-h ponod. ..i-or.-,..,..._ .. .a,,., .... i-or11w .i,p,.. or .. - -ioi- ... ..., 
obllphoo IO dnJI om., wtllt OJ pnmdcJ II l'l llC Sc- Sl 034, ._._ •• dlr •--or 1111 ~ -ud •llll 1111 ~ wna. _.,., 1 die ,.,.._ or 
-IOty ,oyal,- ai.l ut•t, die oltlip- IO Jnll ol!Mt wcllo ~"">' ,oyally ,.,_ "'11itlt.,. "°' llmdy poid .. ~,...---II)' lad...,.., .. -. - l'lnJnl)lt l .r ... lcuo 
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ll t.\T£1< IOl'<S; It 11 lho c.,pv1-orllloprunll)' lmllofdus ~ pn;d,,t-oro11 or pa 1u .,._...._.,. ... iu...t pr._ b<II ..n .. a opcn- an IN-,«>adKkd 
- • ..... lli11h1od lo a ..... and .. ...-'°-· a..- .,.1,••IN""' 111o up,n-or .. ...-,,,- lllolO lllo 0--J LuoOm.. ,.,, .. , appli,J- oo ._c;--. 
or"" o-n1 Luo om« r.., a 11w1y 1>01 day ....... _ or 11ou iwc, --by poymt• orn, .. ~ Dollln 1u.ooo OOJ If dial 1uao -•n ... i..dl'CG IDn), (.-OJ 1et11 .. 1oa 
ud s .. ~ Oollan CS6,00000J If 111,a lnH ..,_, men dwo Jt.< a..lnJ fony C640J .._,. and ii..~.., ahol bl wnllAI. .... oJ llw...,. a., a 111.ny ()OJ day pono4 to11 ud 
111,t dlO upnllOI or lho JIM'lllY IUIII aid IO ""'8 lhtrulla U °'1 or 1U ii prod...cd • pt)UIJ q ......... pn>..s.J ftlnhrr, lhol IA.- .. 1, 10 lmll U tot~ dnll"'I open- tn bciq 
c•••hac,.J mob liu appl ... ,_ w paytm* ...,;,,, ••y lluny ClO) dly ulmdcd p<nod • .. addoioul ••-"'• or llwly (lO) dly1 111111. - ra<•II" or'"'~ •rs>••- aod ,.,......., lllo 
C..........,ou wll, In wnun1, apUI ••-' dlu ltut oo lho1 11mo ahoU ,. .. ,, '" rotea lw tlP adJ,...,..I lhl,ty ()OJ day pano,1 aoJ oo loea liloltofta, •• Oil ot p1 It pn,d....J '" pay ... 
qll.Ullll .... pruviJ<J, ...... ,..,, IIYI lhia •- ahoU..,. be uw.ltd • nut IIYa t IOIII orllHc lklodt.cl -IY (lNJ do)> ..... Md Illa 111o '"*"IIOl o( !IN pnfflll)'...,,......, """'"'- 10 
P81'"1qlllJIUt ....... -~ 

•• U to, WA1 R, SURl'AC l.aMo thlJI ..... lbl n~ oo.,. ... .., pnlll&cd • laid lull --,y b "l'C"IIOUa ... .-ud ooltly - Ibo ltucd .......... pro'1llcd, ........... 
L..e,.q WU tlOt ..., po&a.Wil ,...., or ••w 1Wd&blit b b~ or impllN pwpoMt ... •• .. ftooil opc:nDOllllt ._.,.._. Ult pno, wna. COUC11t of........ ...._, IO "' oWa1•- • pe)' 

,wu..c domtsa, i.-,. &loll""'" .. "'lo 10 - ao -~ of lllO ...r.... of.._ lull 1ba1 ny IN ..-y ._,,. • dnllllia Yd_. ....... 1..S n-...t nu\c ... lllo 
pn>dw<IIOI ..._ht'\ -~ - ,. ""-......s - - o11ua ~WJ,. 111o .-•• r .. lu4 ........ 111o1 ,.1 ...,.., dalN,a • .... ., ..... by .. a.MRI 1.u11 om,. 1cc 
................ 1ff".W•• • ......... lht lCIIYlt)' ~· .. pe}'lmM ot..r..... affllps OClltft 

•~ rou.vno'1 1, dowlopiq .... ...., i.-. IMII - •a.,_.•-ot..,. ...i .a - ..,,_. • ,.. .... ,.._ w--....... ..,,,. ... poa-or ..... ..i 
.. ,llooda._-.t ... ..,..,yc,n_....,~ .. ,., ..... 1N,....-11y111e-o1--..ir"-"'-cpr111p. -1••,,_ ... ..,-- ..... .... 
orpol- i.-lMJl-.a- a1 .. .._i '",...'*'" 11-.....S~,._.-.,...,,.-.. ...talilllN _... lw .. ...._,. oo,...UC oMI pn•••-

(Al UPLAl'I0.-1 1.-cllall lhalll aod - .. lcaa ...-! IU ...... -., aod ....... ,... ud IM>k •- ,o., • -· ~-l aplooc loo&.-·• IIWJ, aod --le-• ............. of uy •d • ••lb l.cacc mll liD ud lcwl al .W p,11 Yd «llln ...t-lc11lydtu • ... dnllcoa ""or ,I........,..,_ 

(I I UB\ll RCfO LAl'cD No ibacllarp of oolld •bl< or prlap llloll IN allo•td - Su•"'''"" ..... uy dnlluoa • ,_.,..... pl'lllla.- ,_....._an,.,~ lloal. 
.,..,J.(l-"Pnsw.,...,......-i.., i.1 .. lbl lnHJar<A SoloJ ...... ..,.. ..._.,......,wll..,IN ..._..,. ,.__,, ~ ............... .-..i .. ,.....,_ ... ,.._ 
biodf.,..i.blt ....... A 11p ...... IN """1111<1 IO I lllp lrall1c &IQ - all >WC~ ..S-,! plldo,w Ill- -0.ilotp o/ uy ,olid ...... 0, ptl,op - S..to Wllffl totn - Ot 
pll-lt ..,,.llyprolwllllad uJ .. 7,..i.,.c1 1 S..to orT,.., ltuc oo r..n.•in • s.a-111a11N .1o ... ,..ar.1 i...11• • ,,., 

(C) IUVlll'I, Tolbe .. ,. .. _...,ry ........... j,.,u....,11, lhc pn>nl-~ .. , ....... ._(1Jllld(b)ol.,.ponanplulllll all01ppty oo mm and n,crbcdl 

(0) l'E.NALT\ 1 f • ilure wcon-.,ly ,.,lb I.hi rcqw.11cmmt1ofdw Pf'O"lllOII ffll)' rawlt m I.Jllm1unvapemhy1llu•td by lawa:lwJJnl b1c1tureoflb. kuc LtitNU.Ubt lllblil b dll 
daJNau a .... J by ..... ra~ ....... ••1-" ..,4 ,_. ia<umd .. , ........... 111"ccl<d by ... ilikloa11cJ ...... 

16 IOl!HTIPICAT10" MARI\LRS IA._ olloU -~al • .i,...,....., IO U4..J --,..n,-. (U) r.., ._ , ... to •tU oa IN p<-• ... -..1 by"'°' iu.t a lrplo llp oo •lo<~ tball 
beaul<d lbl MINoflht opcr1W< Ille ltuc ...,,.._,_. Ille ••U .-. -.. ....., .. .,... ... 111 .... ..,,. .-or w...-• .,,la•....., • ....,....._ 111-l<d••...,... IIUlk 

INno,y. --1,yi..i .. ..i ... 1 -----......... ...,.. .. by_ot . .......... -.,_ -··--· .. Q-•...t-~...i. .................. y.-Atd 
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